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According to Josephus Mavretic, Representative of the Eighth District in the North Carolina General Assembly, the
public revenue structure must be changed. Current tax policies ensure that those rural counties most in need of in-
frastructure will be least able to afford it. In 1989, the General Assembly will have the opportunity to restructure the
system of taxation. In this piece, Mavretic outlines the state's alternatives in providing for the equitable distribution
of financial resources for infrastructure.
As a representative of most of Edgecombe County and
a portion of Nash County in the General Assembly, I have
served as the Vice Chairman of the House Finance Com-
mittee for three terms; this committee is where public
revenue originates. Money is the glue of government, and
you can never assume away "where the bucks are going
to come from."
When you hear buzzwords like "partnership," you must
not overlook the fact that words and labels are critical,
particularly within the political process. "Partnership" is
not an appropriate word to describe the relationship be-
tween state and local governments in North Carolina.
Cities and counties, are, according to the state constitu-
tion, "creatures of the state." Local governments are created
for several reasons, one of which is to execute policies set
by State Representatives through the General Assembly.
From a fiscal point of view, implicit in the word partner-
ship is this proposition: unilateral independent tax au-
thority from the governmental entity.
'There is no balanced growth in North Carolina;
what we have are a few islands of prosperity in
a sea of decline."
Citizens of North Carolina can have their money taxed
away by only the Congress or the General Assembly, and
by no other entity without the approval of these two
governmental bodies. Consider how your wallet would
fare if independent unilateral taxing authority existed at
the Congressional, State, County, City, school board,
water and sewer, fire, and hospital levels.
One of the reasons that the state adopted a very "cen-
tralistic" perspective and organizational structure for tax-
ation in the 1930s, is because we are big and we are poor.
Although North Carolina has the tenth largest population
in the nation, we rank 37th from the top in per capita
disposable income.
Balanced growth is a political buzzword of long stand-
ing in North Carolina. It is also a myth. There is no bal-
anced growth in North Carolina; what we have are a few
islands of prosperity in a sea of decline.
Public Services and Infrastructure
The following examples will help to illustrate how the
discrepancies between urban and rural areas necessitate
the examination and redefinition of the concept of "bal-
anced growth."
Highways
Our state does not have an adequate highway revenue
structure to support its ever-expanding transportation
system. In fact, North Carolina politics have dictated a
revenue structure that essentially guarantees that there will
not be sufficient funds for the construction and main-
tenance of state highways.
There are 15 counties in northeastern North Carolina,
where I come from, that do not have one inch of interstate-
quality road. Since all citizens should be able to enjoy the
same benefits from the expenditure of public revenue, the
state needs to ensure equal access to highways. The trans-
portation policy of the state should be to guarantee that
there will be an interstate-quality road within 30 miles
or 30 minutes of every citizen and industry in North
Carolina. I estimate that forty percent of the traffic prob-
lems in most major urban areas within the state can be
reduced by driving two to a car. Those of us who live in
the rural areas feel that if urban residents do not want
to ride two to a car, they should not be so strident about
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Interstate and U.S. Highway distribution in North Carolina.
the government spending money to provide highways for
rural counties.
Solid Waste
Thirty-five out of 119 landfills in the state are within
five years of reaching their maximum capacity. Though
most policy-makers have focused their attention on inno-
vative techniques for financing new solid waste facilities,
such as revolving funds, this approach, in fact, encourages
the very problem we need to eliminate.
First of all, the only materials that should go into
municipal landfills are those that cannot be sorted and
recycled, composted, or combusted. Second, rather then
using money to create new landfills, why not use these
funds to install an off-the-shelf, state-of-the-art solid waste
management system. If it is necessary to cross political
boundaries to create regions for solid waste management,
the General Assembly should have the courage to do so.
Adhering to county and municipal lines in this case may
not be in the public's best interest.
Natural Gas
In North Carolina, it is almost unheard of for a home
or industry that wants electricity to be unable to get it.
As with electricity, no matter where you live in the state,
telecommunication services are available. Natural gas,
however, is another matter entirely. Since it is the pre-
ferred source of energy for many industries, the extremely
uneven distribution of natural gas among North Carolina's
100 counties is emerging as an important political issue.
Counties without natural gas are less competitive in the
recruitment of new industry. The state must require
natural gas franchises to make their product as available
throughout their territory as are electricity and telecom-
munications. The alternative to a government subsidy to
a lazy utility is the elimination of reseller monopoly ter-
ritory through increased pipeline and reseller competition.
Such regulation would eliminate the tremendous profits
gained by gas companies from the state's high-density
areas at the expense of the rural counties.
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Duplin County is one of the major poultry producing
counties in the country, where literally millions of birds
are processed a year. Yet there is not one inch of natural
gas pipeline in the entire county, even though it is the
preferred energy source for poultry processing. McDowell
County has a pipeline running right by it, but the reseller
claims that it is not economically feasible to run a spur
into the county. McDowell County has recently lost two
industries due to its lack of access to natural gas.
Schools
There are approximately 100 county and 40 city school
systems in North Carolina. Nearly 40 percent of the state's
adults are illiterate, primarily due to a 30 percent drop-
out rate; yet, about 70 percent of the total general fund
is spent for education, and about 40 percent of the general
fund is spent for grades K-12. We have reason to ask
whether we are getting our money's worth. The current
thinking is to improve the school buildings with state man-
dated dollars and hope that the quality of student per-
formance will thereby improve. Primary importance is
typically given to the bricks and mortar issues, yet the
product of the K-12 system in this state is guaranteed to
keep us ranked 37th in the nation in per capita income.
"As long as 40 percent of the state's adult work-
force remains illiterate, we will continue to attract
industries that pay low wages."
There are 16 campuses in the state university system,
and 38 within the private university system; do we need
54 college campuses in the state? Of the 38 private univer-
sities and colleges in North Carolina, there are 20 that
are in Carnegie college level II for arts and sciences, such
as Lenoir Rhyne and Atlantic Christian. Thirteen of these
institutions have a total enrollment under 1000, and three
have less than 400. Whether we can continue to apply
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significant state resources to in-state students within these
private schools is a serious policy question.
Affordable Housing
As long as 40 percent of the state's adult workforce re-
mains illiterate, we will continue to attract industries that
pay low wages. Industries will not pay high wages for
illiterate employees. This suggests that a considerable por-
tion of the workforce may receive minimum wage or only
slightly above minimum wage salaries, rendering them in-
capable of affording a home in the private housing market.
Therefore, the creation of affordable housing will be an
increasingly important issue in the near future.
Alternative Taxing Mechanisms
Public policy must concern itself with the extremes: the
10 percent of the state's counties that are doing very well
and the 10 percent that are doing poorly. The middle will
continue to muddle along. We must ask how effective
statewide local option taxes would be in raising revenue
for providing new infrastructure for this critical 20
percent.
Local Option Income Tax
The average per capita income in North Carolina's ten
richest counties is approximately $12,800, while this figure
falls 40 percent, to $7,200, for the ten poorest counties.
In a state that already ranks 37th in per capita income,
which counties do you really believe would benefit most
from a local option per capita income surtax? Which coun-
ties would have the guts to even think about it?
Land Transfer Taxes
An excise tax on the transfer of property is often touted
as a viable means of financing infrastructure. However,
a land transfer tax only produces significant revenue in
locations where at least one of two conditions exist: in-
tensive development or population growth.
'If we want to give local option taxes to munici-
palities and counties, then we ought to give them
local options which will work."
A case in point is the outcome of the one percent land
transfer tax, authorized by the 1985 General Assembly,
which clearly shows that this type of tax only works in
resort communities or major urban areas. In fiscal year
1986-87, Dare County, with a population of 17,250, raised
$2.8 million dollars from this local option one percent
transfer tax. That's $162.31 per person. Not a bad deal
for this resort county. Next door in Currituck County,
population 12,900, they raised $650,000, or $50.38 per
person. Moving inland just a little and out of the resort
area, Camden County, with a population of 5,800, col-
lected only $49,000, or $8.44 per person.
These differences demonstrate that this tax only works
.the only materials that should go into municipal landfills are those that cannot be sorted and recycled, composted, or combusted."
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within a very narrow set of parameters. If we want to give
local option taxes to municipalities and counties, then we
ought to give them local options which will work.
Will the local option tax work in a major metropolitan
area? You bet your boots. In fiscal year, 1986-87, Meck-
lenberg County's transfer tax generated $1.7 million. The
right taxes applied in the right places can guarantee a great
deal of money, but we must be selective about it. We
should not go statewide with this real estate transfer tax,
because it simply will not produce the revenue in at least
90 percent of the counties and municipalities.
Real Property Taxes
An ad valorem tax has the same kind of Achilles heel.
First of all, although state law authorizes a local tax levy
of $1.50 per hundred, the average statewide levy is only
61 cents per hundred dollars of assessed real estate value.
Even Northampton County, with the highest tax levy in
the state of just over a dollar per hundred, is only utiliz-
ing two-thirds of its potential ad valorem taxing power.
The second problem with the ad valorem tax in North
Carolina is the fact that, unlike the income tax and the
sales tax, the ad valorem tax is not based upon the ability
to pay. It is based upon a fixed rate times an assessed
value, and, in the case of most rural counties, a dollar
and a half times nothing is nothing.
*
. . increases in user fees are appropriate because
they ensure that those people who create indi-
vidualized demands pay in an individualized
way."
When considering the real property tax, we should keep
in mind the importance of evaluating pubic policy in terms
of its effects on the extremes. In the county of Mecklen-
berg, which has the best ad valorem base in the state, an
additional one cent brings $2,700,000. A one cent increase
brings $390,000 to Gaston County, which has the tenth
best base in the state. With the very lowest base in the
state, Camden County would only raise $13,000 with a
penny increase. Suppose as a planner in Camden County,
your commissioners want to recruit industry, and the first
thing needed is a county-wide water system. If Camden
used its entire available levy, it could bring in $923,000.
How will that help you in providing county-wide water?
Besides getting the commissioners thrown out of office
in the next election, it will do very little.
If Perquimans County, ranked 91st in the state, in-
creased its levy from its present level of 68 cents to the
maximum amount allowed, they would raise $1.7 million.
However, how many politicians do you think would last
if they increased the real estate tax rate from 68 cents to
$1.50? Statistics from the Association of County Commis-
sioners show that in the election immediately following
a reevaluation, incumbent county commissioners are
defeated at the rate of 40 percent.
User Fees
Although relying upon user fees to finance the admin-
istration and maintenance of public services may be
politically unpopular, increases in user fees are appro-
priate because they ensure that those people who create
individualized demands pay in an individualized way.
Water, for example, is the most underpriced commodity
in the public sector. The current pricing mechanism has
not only conditioned the general public to waste this
precious commodity at an alarming rate, but has created
an elasticity that is a major obstruction to price reform.
How many people brush their teeth with the water run-
ning? How many turn the shower off when they soap?
Imagine how much more efficiently people would behave
if the price of water started to go up. It is also curious
to me that we think we need the same quality of water
to flush the commode as we do to drink. In a great por-
tion of this world, most people get drinking water from
one source and non-potable water from another source.
I have always wondered why the architect of my house
did not design it so that I could flush the toilet with the
water in which I showered yesterday. The imposition of
user fees should force us to change our view of liquid
waste and make us consider some waste water as an
undeveloped raw material.
Conclusion
In 1989, the North Carolina General Assembly will
begin the process of restructuring the system of taxation.
The state must get involved in the redistribution of finan-
cial resources, because those counties that have the greatest
need for infrastructure will simply never be able to pay
for it. In some areas, local option taxes may be appro-
priate sources for raising additional revenue. We must,
however, get rid of the ad valorem property tax, because
it is a millstone around the necks of the majority of the
counties of this state. The only way that North Carolina
is going to have enough money to even begin to move
toward balanced growth is through a combination of user
fees and state sales and income taxes, equitably distributed
to counties and municipalities on a per capita basis.
North Carolina has become known as a national leader
in its response to crises. In the 1930s, our General
Assembly reacted to the Depression by restructuring the
fiscal system to one that kept the state going through the
most dynamic period in its history, and which continues
to form the basis of our public revenue structure today.
Typically, the way we have accomplished change is by nib-
bling at the edges of issues in bits and pieces, until a crisis
finally occurs. North Carolina must become a national
model in preventing crises instead of in devising prescrip-
tions for crises. In 1989, we must move forward by enacting
comprehensive measures to ensure the equitable distribution
of infrastructure financing.
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